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The  basic  question  is  should  the  Arity  escalate  the  modernization  rate 
at  which  Arm/  Morale,  Welfare  and  Recreation  facilities  and  programs  are  be¬ 
ing  improved.  How  best  can  the  Arm/  accomplish  a  program  of  modernization 
when  the  need  seems  so  much  larger  than  the  means.  Would  commercial  con¬ 
tracting  of  selected  Army  Morale,  Welfare  and  Recreation  Programs  produce 
management  efficiencies  and  economies  of  operation  and/or  sufficient  and 
significant  private  capital  to  replace  these  vital  morale  enhancing  activities 
and  modern  and  pleasing  physical  plants. 
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Diis  Individual  Stud/  Project  was  produced  as  an  individual  effort  of  the 
author  who  has  labored  the  majority  of  his  career  in  the  area  of  The  Nonappro- 
priated  Fund  aegis  of  Amy  Morale,  Welfare  and  Recreation  programs  and  activi¬ 
ties.  An  indepth  knowledge  of  these  little  recognized  and  often  misunderstood 
military  activities  and  their  relationship  to  the  Total  Army  human  and  read¬ 
iness  goals  will  be  a  valuable  asset  to  the  author.  If  this  study  can  assist 
others  to  better  understand  the  systems  by  which  we  furnish  our  soldiers  and 
their  families'  programs  to  occupy  free  time  with  creative  pursuits,  physical 
or  mental  exercise  and  play,  or  hobbies  and  avocations,  the  value  will  be 
increased  tenfold.  If  the  study  favorably  influences  the  rate  of  management 
improvement  or  the  level  of  funding  available  for  expenditure  on  morale, 
welfare  and  recreation  facility  improvements  then  the  undertaking  will  be  of 
far  greater  value. 


ABSTRACT. 


PREFACE . 

LIST  OF  TABLES . 

CHAPTER  I.  DTEROCUCnON.  .  . 

Costs  . 

Problem  . 

Problem  Statement 

Sunnary . 

II.  DEPARTMENT  OF  THE  ARMY  MORALE,  WELFARE  AND  RECREATION 
PROGRAMS . 


Purpose  . 

Definitions  . 

Categories  of  MR . 

Appropriated  Fund  Support  Authorized . 

Construction  of  Corammity  Facilities . 

III.  TWO  DECADES  OF  TRANSFORMATION  AND  INNOVATION . 

Change . 

Direction . 

Results  . 

IV.  CONTINUING  CHANGE . 

Current  Environment  .  . . 

Inducements  to  Change . 

The  World  of  Gomnerce . 

SELECTED  BIBLIOGRAPHY . 

APPENDIX  1.  DEFINITIONS . 

APPENDIX  2.  CATEGORIZATION  OF  MR  ACTIVITIES  AND  SUPPORTING  NAFIs  .  . 
APPENDIX  3.  AUTHORIZATION  FOR  APF  AND  NAF  SUPPORT  FOR  MR  ACTIVITIES 
APPENDIX  4.  DOD  FUNDING  POLICY:  CONSTRUCTION  OF  OOFMJNITY  FACILITIES 

APPENDIX  5.  GRAPHS . 

DISTRIBUTION . 


LIST  OF  TABLES 


'V/e  should  be  able  not  only  to  work  well 
but  to  use  leisure  well. 

For,  as  I  repeat  once  more, 
the  first  principle  of  all  action  is  leisure. 

Both  are  required, 

but  leisure  is  better  than  work,  and  is  its  end.  ...” 

ARISTOTLE 

CHAPTER  I 

INTRODUCTION 

Generating  revenues  of  approximately  $900  million  annually  from  1,354 
activities  on  446  installations  and  properties  throughout  the  world.  Army 
Morale,  Welfare  and  Recreation  (MWR)  programs  are  vast,  varied  and  in  many 
instances  scaled  to  the  scope  of  big  business.1  Material,  services,  programs 
and  activities  are  provided  by  Army  MWR  activities  to  approximately  four  mil¬ 
lion  Army  military  and  Army  associated  personnel.  Fiscal  year  1984  (FY  84) 
supported  population  included  active  duty  (785,806),  Army  Guard  and  Reserve 
(951,713)  personnel;  civilian  employees  (445,804);  family  members  (1,089,051); 
and  retirees  and  unremarried  widows/widcwers  (560,279).2  These  MWR  activities 
operate  at  most  of  the  210  Army  installations  and  properties  in  the  United 
States  and  on  the  236  installations  in  ten  foreign  countries  and  US  terri¬ 
tories  where  Army  personnel  are  assigned.1 

To  operate  these  1,354  MWR  activities  42,387  nonappropriated  fund  (NAF) 
personnel,  paid  from  the  revenues  generated  by  these  fund  activities,  are 
employed.  Additionally,  Army  MWR  programs  employ  7,747  appropriated  fund  (tax 
paid)  personnel  and  2,366  military  personnel  are  assigned,  primarily  in  posi¬ 
tions  of  command  and  control.4  Department  of  Defense  (DOD)  policy  provides 
that  MWR  activities  be  operated,  maintained  and  funded  as  an  integral  part  of 


the  military  personnel  program.  Depending  upon  the  nature  of  the  program, 
some  will  be  supported  wholly  or  predominately  with  appropriated  funds  (APF) 
while  others  will  be  supported  wholly  or  predominately  with  NAF.5  For  the 
FY  84  funding  of  a  well-rounded  MWR  program  $463  million  APF  was  provided  Army 
activities  in  six  appropriations.6 

COSTS 

A  reality  of  modern  American  political  life  is  the  competition  and  con¬ 
test  between  social  and  national  defense  programs  for  appropriations  and 
public  support.  While  the  United  States  is  presently  being  swept  along  by  an 
outpouring  of  national  self-confidence  and  patriotism  given  stimulus  by  the 
October  1983  events  in  Grenada  and  American  success  in  the  Summer  Olympic 
Games  of  1984,  the  mood  of  the  country  is  to  support  defense,  and  spending  for 
defense.  However,  the  national  mood  stimulated  by  recurring  news  items  of 
$200  hammers,  $7,000  coffee  makers,  and  seemingly  endless  tales  of  defense 
contractor  fraud  is  skeptical  that  defense  dollars  are  well  managed  and  that 
any  increase  in  defense  spending  is  justified.  All  aspects  of  the  Army  budget 
are  continuously  under  review.  Military  manpower  costs  which  consume  a  signi¬ 
ficant  portion  of  the  appropriation  along  with  force  modernization  costs  have 
been  increasing.  The  Army  MWR  program  is  a  relatively  small  portion  of  the 
military  personnel  budget  authority.  Each  year  the  question  of  how  much  the 
Army  MWR  program  cost  the  taxpayers  is  detailed.  As  reported  to  the  Assistant 
Secretary  of  Defense  for  Manpower,  Installations  and  logistics,  overall  pro¬ 
gram  funding  uses  for  FY  84  were  $1.36  billion:  66  percent  NAF;  34  percent 
APF.7  These  NAF  monies  are  derived  as  income  from  the  sale  of  products, 
user  fees  or  other  non-operating  incomes,  and  AAFES  distributions. 

Appropriated  fund  support  has  been  justified  under  the  provisions  of 
Title  10,  United  States  Code,  (Section  3012  Army).  The  code  directs  the 
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military  department  secretary  to  employ  resources  to  provide  for  the  welfare 
of  personnel  under  his  jurisdiction.  Hie  DOD  Appropriations  Act  annually 
provides  the  Army  these  funds  under  the  general  provisions  of  six  appropria¬ 
tions.  The  principal  legal  justification  for  APR  provided  to  support  MWR 
activities  is  contained  in  the  Title  10,  united  States  Code  and  the  annually 
enacted  appropriation  statutes.  There  is  no  statutory  basis  for  the  now  well 
established  and  widely  accepted  practice  of  using  nonappr opr iated  funds  as  a 
major  source  of  fiscal  support  for  MWR  programs.® 

MWR  funding  sources  and  funding  uses  for  FY  84  are  displayed  at  Tables 
1-1  and  1-2.  FY  84  is  an  atypical  year  in  that  APF  support  to  Army  MWR 
increased  $70.6  million,  $51  million  of  which  was  a  six-plus-fold  increase  in 
APF  resourced  major  construction. 


PROBLEM 

The  Constitution  of  the  United  States  provides  for  raising  and  maintain¬ 
ing  an  Army  for  the  purpose  of  national  defense.  The  Army's  first  priority 
must  be  war  deterrence,  and  should  deterrence  fail  to  be  capable  of  war  win¬ 
ing  within  available  resources.  Army's  executive  leadership  in  a  series  of 
interlocking  actions  have  determined  to  improve  the  Army's  capabilities  during 
the  1980's  with  tough  and  realistic  training  while  concurrently  proceeding 
with  the  fielding  of  several  hundred  new  equipment  systems  scheduled  for 
distribution  through  the  active  and  reserve  components.  One  "bill  payer"  for 
modernization  is  the  preplanned  manning  of  a  780,000  person  Army,  the  smallest 
Army  in  30  years.9 

The  Army  goals'  espoused  by  the  executive  leadership  have  become  the 
management  tools  for  the  planning  and  programming  necessary  to  move  our  Army 
to  the  future  in  the  most  effective  way  by  balancing  limited  resources  with 
force  modernization  needs.  General  Wickham,  CSA,  states  that  since  the  Army's 
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strength  lies  in  its  people,  the  Human  Goal  undergirds  the  other  Army  Goals 
for  realization  of  their  full  potential.!0  The  Army's  quality  of  life  program 
is  dedicated  to  the  precept  that  the  Army's  number  one  operational  resource, 
the  soldiers  and  their  families,  must  have  a  quality  of  life  which  fosters 
personal  readiness  and  commitment  to  the  Army's  mission.  As  an  integral  part 
of  the  quality  of  life  program  MWR  dedicated  toward  supporting  unit  cohesion, 
personnel  readiness  and  retention.  Soldiers  and  their  families  need  a  variety 
of  wholesome  recreation  alternatives  for  the  productive  use  of  free  time  that 
can  be  occupied  in  creative  pursuits,  physical  or  mental  exercise  and  play  or 
hobbies  and  vocations,  dining  and  social  needs.  Many  today  believe  the  empha¬ 
sis  should  be  on  activities  such  as  sports  and  physical  activities,  skill- 
development,  automotive  self-help  repair,  libraries,  and  a  variety  of  other 
MWR  activities  which  directly  relate  to  cohesiveness  of  the  Army  family  and 
the  family  of  Army  units  in  support  of  the  national  defense  mission. 

In  the  early  1980's  Army  MWR  managers  were  challenged  to  better  use 
resources  and  improve  the  delivery  of  quality  MWR  facilities  and  services. 

The  FY  82  MWR  Annual  Report  noted  many  soldiers  continue  to  live,  work  and 
spend  their  off-duty  time  in  substandard  and  sometimes  deplorable  facilities. 
While  both  the  Arrry  and  Congress  recognized  the  need  to  improve  those  facili¬ 
ties  the  problem  continues  to  be  faced  with  inadequate  funding  for  MWR  con¬ 
struction  and  major  renovation.  The  FY  82  estimate  was  that  there  was  an  $800 
million  NAF  and  a  $2  billion  APF  MWR  construction  backlog.  The  rate  of 
success  for  APF  (Military  Construction  Army-MCA)  construction  projects  has 
been  that  only  eight  percent  of  the  projects  submitted  by  commanders  survived 
Department  of  the  Army,  Department  of  Defense  and  Congressional  review.  From 
1980  through  1983,  only  31  of  137  Arny  requests  for  MWR  facility  construction 
were  approved.11 
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In  the  United  States  and  overseas  we  lodge,  dine,  resort,  exercise,  play, 
and  care  for  our  children  in  many  buildings  which  are  World  War  II-era,  or 
older.  Based  on  a  recent  survey  the  Army's  worldwide  known  MWR  major  construc¬ 
tion  and  renovation  requirements  approach  $4  billion.  Detailed  as:  ($  mil¬ 
lions)  .^2 

MCA  $1,868 

NAF  $1,806 

$3,674 

The  results  of  a  recent  selected  Army  survey  of  MWR  facility  age  shows 

over  half  are  in  buildings  more  than  40  years  in  age.  See  Table  1-3.^ 

By  Fy  84  Army  initiatives  to  modernize  the  MWR  physical  plant  through  the 

generation  of  NAF  dollars  with  business  management  economies  and  efficiencies, 

the  structuring  of  MWR  self-sufficiency,  the  installation  of  Army  slot 

machines  and  the  application  of  an  increased  amount  of  APF  authorized  MWR 

activities  was  showing  good  results.  From  F3f  81  through  FJf  84  capitalization 

14 

of  Arny  MWR  facilities  increase  six-fold  to  $156.1  million  per  annum. 

However,  when  the  capital  investment  rate  is  compared  with  the  known  requirement 
it  will  take  over  15  more  years  to  provided  for  todays'  MWR  facility  needs  if 
no  existing  facilities  continue  aging  and  deteriorating.  But  they  will. 

lhe  Arny  MWR  umbrella  encompasses  a  wide  range  of  activities:  clubs, 
package  beverage  stores;  billeting,  guest  houses  and  hotels;  outdoor  recre¬ 
ation,  sports,  youth  programs,  music  and  theater,  libraries;  child  care; 

physical  fitness;  and  military  exchanges  to  name  but  a  few.  See  Appendix  1  for 

15 

a  categorization  of  all  MWR  type  activities  and  their  supporting  NAFIs. 

Mary  of  these  activities  are  intended  for  APF  support  wholly  or  predominately, 
or  they  have  no  practical  means  for  obtaining  fiscal  self-sufficiency,  yet 
they  are  vital  to  filling  the  varied  needs  and  interests  within  the  Arny  commun¬ 
ity.  Full  APF  support  is  authorized  libraries  and  sports.  Predominately  APF 
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support  is  authorized  Amy  Comnunity  Services,  outdoor  recreation,  youth  act¬ 
ivities,  entertainment,  arts  and  crafts  and  recreation  centers.  Limited  APF 


support  is  is  authorized  billeting,  child  care,  skating,  resale  activities, 
golf,  bowling  and  the  traditional  membership  dubs,  i.  e.  officer,  noncommis¬ 
sioned,  or  enlisted.  Under  the  Army's  MWR  operational  concept  for  self-suffi¬ 
ciency  the  primary  MWR  revenue  generators  are  package  beverage  stores,  billet¬ 
ing,  guest  houses,  membership  clubs,  bowling,  golf,  with  potential  revenue  con¬ 
tributions  coming  from  craft  shops,  child  care,  outdoor  recreation  and  special 
events.  Limited  APF  support  is  authorized  billeting,  child  card,  skating  rinks, 
resale  activities,  golf,  bowling  and  membership  clubs. 

Increased  costs,  restricted  revenues  and  cumbersome  command  and  control 
procedures  have  resulted  from  a  maze  of  regulation  and  change  thrust  uqpon 
commanders  and  MWR  management.  Constraints  impacting  upon  MWR  operations 
include  salary  and  wage  guidelines,  price  guidelines,  environmental  protec¬ 
tion,  blind  vending  laws,  handicapped  and  veterans  programs,  safety  needs, 
energy  conservation,  antismoking  programs  and  alcohol  deglamor ization  initia¬ 
tives.  Frequently  aggravating  the  cost  control  and  management  overseas  are 
the  host  nation  status  of  forces  agreements.  MWR  managers  face  challenges  and 
responsibilities  which  are,  in  some  cases,  more  demanding  than  those  in  the 
private  sector .16 

PROBLEM  STATEMENT 

Statement  of  Problem.  To  determine  if  commercial  contracting  with  a 
national  hospitality  chain  would  improve  MWR  management  or  enhance  facility 
ambience  through  intensified  capitalization  of  selected  MWR  operations. 
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Service  members  and  their  families  should  be  able  to  enjcy  the  benefits 
of  the  society  they  are  pledged  to  defend.17  As  an  institution,  not  an 
organization,  the  Army  has  a  behavior  pattern  important  in  the  life  of  the 
society,  a  dedication  to  the  care  of  our  soldiers.  In  today's  Arny  many  of 
the  benefits  of  the  society  are  delivered  by  the  MWR  activities  of  our  sol¬ 
diers  and  their  families,  and  that  system  of  support  is  an  integral  aspect  of 
our  ability  to  recruit  and  retain  a  viable,  committed  and  ready  fighting 
force. 

TABLE  1-1 

FY  84  ARMY-WIDE  MWR  FUNDING  SOURCES 
($  MILLIONS) 

APPROPRIATED  FUNDS  (APT)  NONAPPROPRIATED  FUNDS  (NAF) 


MILITARY  PERSONNEL 

$  47 

SALE  OF  PRODUCTS 

$502 

OPERATIONS  &  MAI  NT  ARMY 

336 

USER  FEES  &  OTHER 

283 

RES  &  DEV,  TEST  &  EVAL 

7 

NON-OPERATING  INCOME 

112 

ARMY  INDUSTRIAL  FUND 

13 

0  &  MA  RESERVES 

1 

MILITARY  QDNSTRUC-ARMY 

52 

- - 

$463 

$897 

*APF  reimbursements  show  in  like  amounts  as  APF  and  NAF  sources.  An  over¬ 
statement  of  $55M  will  occur  when  the  APF  and  NAF  sources  are  added  together. 
This  same  effect  occurs  in  the  same  amount  for  the  uses.  Table  1-2. 


TABLE  1-2 


FY  84  ARMY-WIDE  MWR  ETJM5IN3  USES 


($  MILLIONS) 


APPROPRIATED  NONAPPROFRIATED 

FUNDS  (APF)  FUNDS  (NAF) 

COST  OF  ITEMS  SOLD 

$N/A 

$265 

MILITARY  PERSONNEL 

47 

N/A 

OV  PERS  SAL  &  BENEFITS 

147 

302 

UTILITIES 

49 

3 

MAINTENANCE  &  REPAIR 

36 

8 

SUPPLIES 

41 

27 

CONTRACTUAL  SERVICES 

45 

13 

OOttCN  SERVICE  SUPPORT 

K/A 

26 

CAPITAL  IMPROVEMENTS 

59 

83 

RESERVE  FOR  CAPITAL  IMPROVEMENTS 

N/A 

68 

OTHER  EXPENSES 

IS 

106 

$463 

$897 

NUIBER  OF  M4R  EMPLOYEES 

10,113 

42,387 

(Military  FT 

2,078 

Regular  FT 

10,633) 

(Military  FT 

288 

Regular  FT 

7,492) 

(GS  FT 

5,234 

Temp  FT 

599) 

(GS  FT 

374 

Temp  FT 

683) 

(Wage  Brd  FT 

380 

5 

1 

6 

17,121) 

(Wbge  Brd  FT 

51 

Foreign  FT 

4.103) 

(Foreign  FT 

1,572 

Foreign  FT 

994) 

(Foreign  FT 

33 

Foreign  Tenp 

762) 

(Foreign  Temp 

103 

) 

TABLE  1-3 


SELECTED  M4R  FACTLITY  AGE  ARMY-WIDE 


ARMY 

BOWLING 


ARMY 

YOUTH 


ACE 

FACTLTTTBS 

CEMIVkS 

ii: 

0-10 

13 

19 

9 

11-20 

28 

15 

12 

21-30 

54 

39 

26 

31-40 

72 

48 

34 

41-50 

13 

32 

13 

OVER  50 

7 

14 

6 

TABLE  1-4 

MAJOR  JWR  CONSTRUCTION 

($  MILLIONS) 

MCA 

NAP 

TOTAL 

FY  81 

$19.5 

$5.7 

$25.2 

FY  82 

30.9 

33.3 

64.2 

FY  83 

11.9 

36.7 

48.6 

FY  84 

78.9 

77.2 

156.1 

FY  85 

57.4 

90.0 

147.4 

FY  86 

58.1 

155.7 

213.8 

FY  87 

189.5 

135.5 

325.0 

See  Table  5-1,  page  70,  for  graphic  display  of  data. 
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DEPARTMENT  OF  THE  ARMY 
MORALE,  WELFARE  AND  RECREATION  PROGRAMS 

hbeosb 

In  the  United  States,  a  nation  possessed  of  the  citizen  soldier  concept, 
and  steeped  in  the  traditions  of  self-determination  and  individual  freedom, 
our  leaders  have  always  recognized  the  value  of  military  forces  having  a  high 
state  of  morale.  In  the  last  quarter  of  the  twentieth  century  this  require¬ 
ment  has  been  extended  in  recognition  from  a  need  of  the  volunteer  force  in 
combat  to  include  the  extended  periods  of  peace  now  maintained  by  a  large 
standing  American  force.  It  is  often  more  art  than  science  when  you  attempt 
to  gauge  the  morale  of  a  military  force.  While  there  are  quantitative  indica¬ 
tors,  reenlistment  rates,  disciplinary  actions,  etc.,  they  are  not  precise  and 
can  become  clouded  in  the  ambivalence  of  multiple  variables.  While  a  cost 
benefit  analysis  may  be  more  easily  applied  to  the  development  and  procurement 
of  a  new  weapons  system,  there  are  no  such  precise  methods  devised  to  guage 
and  quantify  the  impact  of  Army  MWR  programs. 

However,  the  Army  leadership  recognizes,  has  almost  always  recognized, 

the  importance  of  good  and  high  morale  to  today's  military.  Secretary  of  the 

Army,  John  0.  Marsh,  Jr.,  and  then  Chief  of  Staff  of  the  Arny,  General  Edward 

C  Meyer  captured  the  essence  of  the  need: 

Quality  of  life  issues  affect  our  ability  to  recruit, 
retain,  train  and  maintain.  They  are  vital  to  the  contem¬ 
porary  Army. 

Better  living  and  working  conditions  not  only  improve  the 
efficiency  of  mission  performance  but  also  improve  the 
perception  on  service  life  in  general.  Our  living  and 


working  conditions  are  also  an  expression  of  the  Nation's 
commitment  to  it's  fighting  forces. 

A  fresher  observation  from  the  current  Chief  of  Staff  of  the  Army# 

General  John  A.  Wickham,  Jr.,  continues  this  theme  while  adding  readiness  to 
the  equation: 

There  is  another  dimension  that  is  both  significant  and  a 
point  of  self-interest  to  the  Army.  Our  most  important 
mission  is  to  maintain  the  readiness  of  the  Army  in  order 
to  protect  this  great  nation.  That  is  or  first  task.  But 
readiness  is  inextricably  tied  to  soldiers'  morale  and 
discipline,  and  to  sustaining  their  families'  strength. 

Therefore,  to  the  extent  we  can  make  those  soldiers  and 
families  feel  better  about  the  Ariry  and  the  support  pro¬ 
vided  by  the  Army,  then  the  better  off  will  be  the  sol¬ 
dier,  the  Army,  and  the  Nation.2 

The  Department  of  the  Army  has  recognized  that  quality  MWR  programs  can 
significantly  contribute  to  the  good  feeling  about  themselves  and  their  Army. 
As  noted  in  Chapter  1,  in  compliance  with  public  law,  (Title  10,  United  States 
Code),  DC®  delegates  the  responsibility  to  create  and  maintain  a  quality  MWR 
program  to  the  individual  service  secretaries.  The  general  purposes  of  such 
MWR  programs  are  all  encompassing  and  charge  commanders  to  operate  activities 
and  services  that  are  flexible  to  meet  the  unique  environmental  requirements, 
as  well  as,  the  social  and  economic  environment.  The  scope  and  complexities 
of  the  Army  MWR  program  are  contained  in  the  Department's  published  objec¬ 
tives: 


Maintain  among  its  personnel  a  high  level  of  esprit  de 
corps,  job  proficiency,  military  effectiveness,  and  educa¬ 
tional  attainment. 

Promote  and  maintain  the  mental  and  physical  fitness  and 
well-being  of  DA  personnel,  primarily  active  duty  military 
personnel. 

Encourage  DA  personnel  to  use  their  time  constructively 
and  creatively  by  taking  part  in  programs  that  help  to 
develop  and  maintain  motivation,  talent,  and  skills  which 
will  help  them  to  discharge  their  duties  as  responsible 
citizens. 


! 
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Aid  in  the  recruitment  and  retention  by  making  service 
with  the  Army  an  attractive  career. 

Assist  military  personnel  in  adjusting  from  civilian  life 
to  a  military  environment  upon  entry  into  the  Service. 

Assist  in  providing  a  community  support  environment  to  DA 
personnel  and  their  families,  This  is  most  important  when 
military  sponsors  are  on  unaccompanied  tours,  or  maneu¬ 
vers/  or  involved  in  armed  conflicts. 

Create  a  vital/  self-sustaining  military  community. 

Provide  programs  that  appeal  to  soldiers  as  members  of 
their  units.  Reinforce  unit  cohesion  and  support  the 
soldier's  positive  sense  of  identification  with  their 
units.  f 4 

The  above  is  a  collection  of  clear  statements  that  fully  recognizes  a 
responsibility  toward  the  soldier/  the  military  family  and  the  Army  family  of 
units,  for  the  provision  of  comprehensive  MflR  programs. 

DEFINITIONS 

Definition  of  several  key  terms,  often  used  and  frequently  misunderstood 
terms,  used  in  this  study  would  be  beneficial  in  the  promotion  of  a  common 
understanding.  The  DOD  list  of  MWR  definitions  is  at  Appendix  1.5 

o  Morale.  Welfare,  and  Recreation  (MWR)  Programs.  Mission  support 
DOD  1015.6  actions,  created  at  any  level  of  DOD  authority  pur¬ 
suant  to  and  purposely  designed  for  the  comfort,  pleasure,  con¬ 
tentment,  and  mental  and  physical  well-being  of  the  service 
members,  their  dependents,  and  other  authorized  personnel, 
o  Morale.  Welfare,  and  Recreation  (MWR)  Activities.  Those  activi¬ 
ties  (exclusive  of  private  organization)  located  on  military 
installations  or  on  property  controlled  (by  lease  or  other  means) 
by  a  Military  Department  or  furnished  by  a  DM)  contractor  that 
provide  for  the  oomfort,  pleasure,  contentment,  and  mental  and 
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physical  improvement  of  authorized  DOD  personnel  including 
recreational  and  free-time  programs,  self-development  programs, 
resale  merchandise  and  services,  or  general  welfare.  MWR  activi¬ 
ties  may  be  funded  wholly  with  appropriated  funds,  primarily  with 
nonappropriated  finds,  or  with  any  combination  of  appropriated 
and  nonappropriated  funds. 

Nonappropriated  Fund  Instrumentality  (NAFIh  An  integral  DOD 
organizational  entity  that  performs  a  government  function.  It 
acts  in  its  own  name  to  provide  or  assist  other  DOD  organizations 
in  providing  MWR  programs  for  military  personnel  and  authorized 
civilians.  It  is  established  and  maintained  individually  or 
jointly  by  the  heads  of  the  DOD  Components.  As  a  fiscal  entity, 
it  maintains  custody  of  and  control  over  its  nonappropriated 
funds.  A  NAFI  is  also  responsible  for  the  exercise  of  reasonable 
care  to  administer,  safeguard,  preserve,  and  maintain  prudently 
those  appropriated  fund  resources  made  available  to  carry  out  its 
function.  With  its  nonappropriated  funds,  it  contributed  to  the 
MWR  programs  of  other  authorized  organizational  entities  when  so 
authorized.  A  NAFI  is  not  incorporated  under  the  laws  of  any 
state  or  the  District  of  Columbia,  and  it  enjoys  the  legal  status 


of  an  instrumentality  of  the  United  States. 

Nonappropriated  Funds.  Cash  and  other  assets  received  by  NAFIs 
from  sources  other  than  monies  appropriated  by  the  Congress  of 
the  Uhited  States.  Nonappropriated  funds  are  government  funds; 
they  are  used  for  the  collective  benefit  of  military  personnel, 
their  dependents,  and  authorized  civilians  who  generated  them. 
These  funds  are  separate  and  apart  from  funds  that  are  recorded 
in  the  books  of  the  Treasurer  of  the  United  States. 


It  is  important  to  note  as  reported  in  Chapter  1  and  noted  again  in 
definition,  the  designation  of  an  activity  as  a  NAFI  does  not  indicate  that 
activity  is  funded  wholly  or  even  predominately  by  NAF.  Most  NATO  receive 
some  APF  support  in  the  performance  of  its  mission.  Also  almost  all  MWR 
programs,  even  when  funded  predominately  from  APF  have  a  supporting  NAFI  which 
enables  that  activity  to  accomplish  its  mission  in  the  MWR  program. 

rATBmRTRfi  nr  vu* 

Army  MWR  activities  are  categorized  into  eight  different  groupings  by  the 
primary  purpose  of  the  activity,  by  the  major  characteristics  and  by  the 
principal  program  supported  by  the  NAFI,  e.g.,  common  service  support,  member¬ 
ship  club  and  special  interests,  welfare  and  recreation  programs  of  general 
interest.6  A  summary  is  shown  below.  The  complete  and  detailed  categoriza¬ 
tion  of  MWR  activities  and  supporting  NAFIs  is  at  Appendix  2? 

CATEGORY  EXPLANATION  EXAMPLES 


II 


III 

I V 


V 

VI 

VII 


VIII 


Exchanges 


Other  Resale/Revenue  Sharing 


Military  General  Welfare 
and  Recreation 


Civilian  Employee  General 
Welfare  and  Recreation 


Clubs 

Other  Membership 

Common  Support  Service  NAFI 


Supplemental  Mission 
Services  NAFI 
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PX,  Service  Station,  Barber 
Shop 


Post  Restaurant,  Class  VI, 
Audio 


Recreation,  Sports 


Civilian  Recreation  and 
Welfare 


Officer,  N00,  EN  CLubs 
Flying,  Scuba,  Rod  and  Gun 


Central  Accounting, 
Administrative  Support 
Branch 


Billeting,  Chaplain 
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"At  Work,  Man  Makes  His  Living. 

At  Leisure,  Man  Makes  His  Life."1 

CHAPTER  III 

TWO  DECADES  OF  TRANSFORMATION  AND  INNOVATION 

CHAMSE 

In  1909  Charles  Pegum  thought  that  the  world  changed  less 
since  Jesus  Christ  than  in  the  last  thirty  years;  and 
perhaps  some  young  doctor  of  philosophy  in  physics  would 
now  add  that  his  science  has  changed  more  since  1909  than 
in  all  recorded  time  before.^ 

Thirteen  years  of  continuous  and  direct  involvement  with  the  management 
of  Army  clubs  and  other  MWR  activities  have  given  an  appreciation  for  those 
sentiments.  In  fact  the  rate  of  change  for  MWR  activities  seems  greater  than 
that  associated  with  science  and  seems  to  be  accelerating.  Every  other  year 
or  so — now  every  year — sometimes  it  seems  every  month — some  new  concept,  meth¬ 
od  or  situation  compels  a  new  structure  or  MWR  ideas  and  systems.  Army  MWR 
structure  and  management  has  indeed  changed  more  since  1972  than  in  the  pre¬ 
ceding  196  years. 

After  World  War  II  and  prior  to  the  emerging  "Club  Scandals"  of  the  last 
1960's  Congressional  oversight  activity  had  been  primarily  limited  in  the  MWR 
arena,  limited  to  regulating  and  restricting  military  exchange,  commissary  and 
other  resale  MWR  activities  so  as  not  to  present  unfair  competition  with 
civilian  business.3  Testimony  to  the  Senate  Permanent  Subcommittee  on  Inves¬ 
tigations  from  1969  into  the  early  1970's  disclosed  evidence  of  fraud,  waste 
and  mismanagement  in  certain  clubs  and  exchanges  from  Vietnam  and  elsewhere. 

It  was  clear  DOD,  and  the  Army  also,  had  not  fulfilled  their  responsibilities 


■  j  1  ft*.  'AH 
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to  regulate  and  control  NAF's  and  their  NAFI's.*  Congressional  attention 
was  focused  on  a  previously  ignored  area,  the  relationship  of  military  ex¬ 
changes  and  other  resale  activities  to  the  funding  of  MWR  programs  and  activi¬ 
ties.  ^  as  will  be  discussed  later  in  this  study  the  Congressional  focus 
and  oversight  on  MWR  activities  has  become  a  permanent  fixture  of  military  MWR 
programs.  To  this  end  closer  supervision  of  exchange  operations  and  MWR 
programs  came  about  in  1977  with  the  establishment  of  the  Nonappr opr iated  Fund 
Panel  of  the  Readiness  Subcommittee  of  the  House  Armed  Services  Committee  (now 


known  as  the  Morale,  Welfare  and  Recreation  Panel). 

Congressionally  reported  defects  in  the  administrative  management  of  its 
MWR  programs  and  activities  produced  a  rapid  response  in  Army  MWR  structure- 
the  basic  thrust  of  which  has:  made  standardized  departmental  guidance  and 


direction;  expanded  MWR  manager  development  programs;  the  requirement  com¬ 
manders  operate  MWR  programs  within  DA  guidelines  and  greatly  increased  over¬ 


sight. 


Initially  concentrating  on  Army  clubs  and  package  liquor  operations  first 
the  US  Army  Club  Management  Agency,  a  field  operating  agency  of  the  Deputy 
Chief  of  Staff  for  Personnel,  was  established  in  1973.  Subsequent  Congressio¬ 
nal  review,  while  laudatory  of  the  Army's  intent,  was  critical  of  the  agency's 
being  structured  with  APF  staffing  and  funding  to  provide  control  and  over¬ 
sight  to  NAF  activities.  The  agency  was  disavowed  and  disestablished  in  late 
1974  and  its  responsibilities  assumed  by  the  establishment  under  the  Adjutant 
General  Center  of  the  US  Ariry  Club  Management  Directorate.  The  Directorate’s 
role  was  enlarged  in  1979  to  encompass  other  Army  NAF  resale  activities  and 
was  redesignated  the  US  Army  Club  and  Community  Activities  Management  Direc¬ 
torate.  Staffing  was  and  continues  to  be  predominately  NAF. 
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DIRECTION 


By  1980  philosophy  of  MWR  operations  and  management  took  a  quantum  move 
toward  more  centralized  direction  when  the  Vice  Chief  of  Staff  of  the  Army 
established  the  Army  Morale,  Welfare  and  Recreation  Review  Committee  (MWRRC) 
chaired  by  TAG  with  four-star  major  command  and  Sergeant  Major  of  the  Army 
membership.  The  committee,  meeting  semi-annually,  was  to  assist  in  MWR  policy 
formation,  develop  MWR  program  and  NAF  budget  guidance,  prioritize  NAF  major 
construction  and  review  MWR  APF  and  NAF  budgeted  execution.7  Form  followed 
function  when  in  1982  the  MWRRC  endorsed  self-sufficiency  of  Category  III  MWR 
operating  programs  through  the  use  of  authorized  APF  and  implementation  of 
selected  usage  fees  and  the  US  Army  CLub  and  Community  Activities  Directorate 
is  restructured  in  October  1983  and  renamed  on  1  February  1984  as  the  Business 
Operations  Directorate  of  TAGO  with  proponency  for  the  fiscal  operation  of 
most  Army  revenue  generating  MWR  activities. 

Self-sufficiency  was  tested  successfully  in  FY  83  and  made  mandatory  for 
Army-wide  implementation  in  FY  84.  During  1984  Training  and  Doctrine  Command 
installations  evaluated  the  merits  of  the  installation  (single)  MWR  fund 
concept.  All  MWR  activities  on  an  installation  except  the  exchange,  post 
restaurants  and  civilian  welfare  and  chaplain  funds  were  consolidated.8  The 
single  find  Installation  Morale,  Welfare  and  Recreation  Fund  (IMWRF)  field 
test  produced  financial  results,  soldier  and  manager  support  sufficient  to 
prove  the  concept  and  cause  general  officer  recommendation  that  IMWRF  be 

Q 

approved  for  Army-wide  implementation. 

Bringing  together  the  Army's  commitment  to  improving  Army  quality  of  life 
for  the  Army  family,  the  Army  again  realigned  by  establishing  the  US  Army 
Community  and  Family  Support  Center  (USACFSC)  on  23  November  1984.  USACFSC 


assumed  all  of  TAG'S  MWR  functions  and  responsibilities.  USACSFC  is  charged 

with  bringing  about  desired  changes  in  community  life  management  to  include 

lfl 

major  new  MWR  construction  and  contracting  efforts. 

Results 

Self-sufficiency  can,  by  its  philosophy,  scope  and  intent,  be  described 
as  a  tool  in  the  drive  to  accumulate  money  for  MWR  capital  improvements.  The 
installation  MWR  Find  (IMWRF)  is  a  compatible  and  augmenting  concept  designed 
to  pool  under  local  control  installation  MWR  money  to  finance  local  capital 
purchases  and  minor  construction,  or  at  some  installations,  perhaps,  to  fund  a 
portion  or  all  of  their  major  NAF  construction  needs. 

The  principal  goal  of  Army  MWR  self-sufficiency  was  to  make  the  Army's 
share  of  the  Army  and  Air  Force  Exchange  Service  (AAFES)  distributed  earnings 
available  for  NAF  major  construction.  The  Army's  share  of  the  distribution  is 
based  on  troop  strengths  and  averages  about  57  percent  of  the  total  AAFES 
distribution.  Distribution  to  the  Army  was  $61.1  million  in  FY  83  and  $65.6 
million  in  FY  84.11  The  distribution  is  another  income  entry  to  the  head¬ 
quarter  level  Army  Morale,  Welfare  and  Recreation  Fund  (AMWRF),  a  category  III 
NAFI.  These  finds  have,  since  FJT  83,  been  fully  dedicated  to  major  NAF 
construction,  a  utilization  permitted  by  self-sufficiency. 

AAFES  declared  total  dividends  of  $11.5  million  in  1983  and  $111  million 
in  1984.  (The  Army  and  AAFES  operate  with  different  start  and  end  dates  for 
their  respective  fiscal  years).  Dividends  are  projected  to  be  $113  million  in 
1985;  $117  million  in  1986;  $126  million  in  1987;  $133  million  in  1988;  and 
$141  million  in  1989.12 

In  September  1982  the  Secretary  of  the  Army  approved  full  programmed 
installation  of  slot  machines  at  overseas  clubs  and  Armed  Forces  Recreation 
Centers.  The  program,  known  as  the  Army  Recreation  Machine  Program,  has  a 


mandated  93  percent  payback.  Installation  is  scheduled  for  completion  in  June 
1985  with  machines  in  operation  in  Europe,  Panama  and  the  Far  East.  To  date 
4,600  machines  are  installed.  The  Army  Recreation  Machine  Fund  (ARM)  had  net 
incomes  of  $1.7  million  in  FY  83  and  $16.2  million  in  FY  84.^  Projection  is 
that  with  complete  installation  and  a  full  year's  operation  net  income  will  be 
$25  million  per  annum.  ARM  earnings  are  reserved  to  MWR  capital  expenditures. 
Those  earnings  are  distributed  equally  between  the  installation/comrounity 
where  the  machines  are  located,  the  major  command,  and  Headquarters,  Depart¬ 
ment  of  the  Army.H 

Package  store  net  incomes  in  the  United  States,  the  Far  East  and  USAREUR 
Class  VI  have,  in  recent  years,  been  ever  more  restricted  in  distribution. 

Funds  are  shared  between  the  Installation  Morale  Support  Fund  (IMSF)  and  the 
membership  clubs.  The  MWRRC  established  a  minimum  distribution  of  35  percent 
to  the  IMSF  for  FY  82;  40  percent  for  FY  83;  40  percent  for  FY  83;  40  percent 
for  FY  84,  with  the  added  distribution  to  the  membership  club6  was  limited  to 
common  support  expenses  and  the  documented  cash  needs  for  Capital  Purchase 
Minor  Construction  (CPMC)  items.15  Net  income  in  package  store  operations  in 
FY  83  was  $32.8  million  down  from  the  $36.5  million  in  FY  82.  Hie  FY  84 
distribution  declined  another  $8.1  million  to  $23.1.  The  program  to  deglamcr- 
rize  alcohol,  the  shift  in  consumer  tastes  from  dark  expensive  to  lighter, 
lesser  expensive  products,  and  commercial  competition  may  further  decrease  sales 
and  package  operation  net  incomes.  16  The  shift  in  distribution  toward  MWR 
programs  supported  by  the  IMSF  will  and  should  continue.  That  emphasis 
enhances  the  individual  installations'  ability  to  generate  dollars  which 
should  be  applied  to  the  construction  backlog. 

The  final  leg  of  MWR  self-sufficiency  is  the  collection  of  Army  and 
command  actions  to  increase  APF  authorized  by  DC©  Directive  1015.6  and  Army 
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Regulation  215-1.  These  management  initiatives  ace  basically  aimed  at 
documenting  and  programming  as  much  as  feasible  to  the  authorized  level  of 
support  with  APF  through  the  Operation  and  Maintenance  Army  (OMA)  base  opera¬ 
tions  finds  for  the  clearly  defined  mission  of  the  "S"  acoount,  community  and 
morale  support  activities.  By  far  the  largest  users  of  APF  among  MWR  activi¬ 
ties  are  the  sports,  physical  fitness  and  libraries  activities  which  are 
closely  tied  to  readiness.  ^  ”8"  account  funding  in  FY  83  was  $221.5  mil¬ 
lion  and  in  FY  84  $254.7  million.  Summary  of"S"  account  programmed  and 
expended  is  shown  at  Table  3-3.  Summary  of  APF  support  to  Army  MWR  pro¬ 
grams  for  FY  84  is  shown  at  Table  3-3.  APF  support  for  FY  84  increased  by 
$51.3  million  to  $462.6  million.18  Fifty-one  million  dollars  of  that 
increase  is  in  the  MCA  construction  of  MWR  facilities. 

The  financial  and  management  initiatives  designed  to  "dig"  Army  MWR 
activities  out  of  dilapidated  and  aging  facilities  is  working.  Before  FY  82 
only  about  $7  million  was  available  for  major  NAF  construction.19  Major  NAF 
construction  approved  and  funded  in  FY  82  was  $33.3  million,  $36.7  million  in 
FY  83,  $77.2  million  in  FY  84,  and  the  MWRRC  has  programmed  $90  million  and 
$155.7  million  for  major  NAF  construction  in  FY  85  and  FY  86  respectively.28 

There  are  no  guarantees  of  the  amount  of  APF  that  will  be  appropriated 
for  MWR  MCA  construction  hereto  the  Army  has  been  doing  better  in  gaining 
Congressional  support  to  finance  a  portion  of  the  $1.9  billion  MCA  MWR  back¬ 
log.21  The  Army  was  successful  in  obtaining  $78.9  million  in  MCA  for  FY  84 
and  $57.4  million  for  FY  85.22  This  compares  with  $11.9  million  MCA  in  FY  83. 

So  the  response  to  the  observer's  question,  "Is  progress  real?"  is  "In 
Army  MWR,  yes."  Yes,  with  qualifications.  It  is  not  a  vain  or  traditional 
boast  of  the  current  crop  of  executive  leadership.  Army  MWR  facilities  and 
the  supported  MWR  programs  are  being  renewed  at  a  six-fold  rate  over  just 
three  years  ago.  However,  the  asp  of  reality  is  that  at  the  present  rate  even 
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if  no  existing  MWR  facilities  ages  or  wears  it  would  take  15  years  or  more  to 
bring  to  present  our  soldiers  and  their  families  state-of-the-art  facilities 
featuring  state-of-the-art  program. 

If  federal  assets  of  APF  and  NAF  funding  are  not  adequate  to  reasonably 
resolve  the  need,  would  civilian  commercial  financing  through  monetary  loans 
or  commercial  contracting  be  prudent  or  feasible? 

TABLE  3-1 

ARMY  MWR  ACTIVITIES  BY 
CATEGORY  AND  GEOGRAPHIC  REGION 


TOTAL 

CONUS 

EUROPE 

PACIFIC 

Installation* 

141 

94 

39 

8 

Category  II 

77 

66 

2 

9 

Category  III 

132 

90 

39 

3 

Category  V 

265 

155 

68 

15 

Category  VI 

117 

61 

41 

14 

Category  VII 

131 

115 

10 

6 

Category  VIII 

191 

129 

51 

11 

SELECTED  EXAMPLES 

Officers  CLub  Funds 

97 

68 

23 

6 

N00  Club  Funds 

94 

62 

26 

6 

Comnunity  Club  Funds 

47 

25 

19 

3 

Package  Finds 

74 

66 

0 

8 

Billeting  Funds 

109 

70 

35 

4 

Guest  House  Finds 

18 

16 

0 

2 

Armed  Forces  Rec  Centers 

6 

1 

1 

4 

Admin  Support  Branches 

44 

28 

10 

6 

Amy  Rec  Machine 

1 

1 

0 

0 

QSAREUR  Class  VI 

1 

0 

1 

0 

EUSA  Locker  Find 

1 

0 

0 

1 

•With  MVR/NAF  Activities 


TABLE  3-3 
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"In  war,  morale  considerations  make  up  three-quarters 
of  the  game:  the  relative  balance  of  manpower 
accounts  only  for  the  remaining  quarter."1 

NAPOLEON 


CHAPTER  IV 

CONTINUING  CHANGE 

CURRENT  ENVIRONMENT 

In  the  mi d-1 980's  several  trends  in  the  national  political  arena  seem 
evident:  reduction  of  federal  support  for  state  or  local  social  and  enrich¬ 
ment  programs;  transitioning  from  a  manufacturing  to  a  service  economy;  the 
growing  dependence  on  technology;  a  shift  to  more  stringent  sanction  for 
socially  aberrant  behavior;  a  growing  sense  of  a  need  for  a  national  reinvigo- 
ration  to  meet  the  challenges  of  foreign  military  and  commercial  competition; 
the  emergence  of  multiple  technique  to  stimulate  public  and  private  producti¬ 
vity;  the  increase  of  private  industry  providing  ptblic  services  with  public 
funding— the  kaleidoscope  of  change  seems  aidless. 

For  the  Army  of  today,  and  for  the  foreseeable  tomorrows,  productivity 
equates  to  readiness.2  Army  MWR  can  and  does  contribute  to  readiness,  the 
Army's  most  important  mission,  by  adding  to  a  high  level  of  esprit  de  corps, 
physical  and  mental  fitness  and  skill  or  knowledge  attainment.  Hie  current 
Army  theme  of  Leadership  umbrellas  when  it  is  noted  that  a  value  component  of 
leadership  is  caring.  Caring  encompasses  fostering  as  a  leader  the  environ¬ 
ment  where  soldiers  and  their  families  are  challenged,  understanding  their 
contributions  to  make  a  difference  and  where,  as  a  result,  they  feel  good 
about  themselves  and  their  Army  serviced  Soldiers  and  families  who  feel  that 
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self-pride  stay.  MWR  programs  can  contribute  and  influence  retention  as  noted 
in  Qiapter  II. 

As  the  Army  is  a  family  of  soldiers  and  individual  family  members  it  is  a 

4 

family  of  units  and  a  family  of  components  totaling  over  3.4  million  people. 
Today's  active  Army  consists  of  785/806  soldiers;  the  Guard  and  Reserve  encom¬ 
pass  951/713  soldiers,  augmented  by  435,601  APT  and  41,067  NAF  civilian 
employees.  The  demographics  of  the  Army  reflects  the  culture  it  services  in 
many  respects:  over  52  percent  is  married,  75  percent  of  the  officer  corps 
and  50  percent  of  the  enlisted.5  it  is  a  mouthful  institution:  61  percent  of 
the  enlisted  force  is  under  26  years  of  age.®  Eighty-five  percent  of  the 
active  force  is  enlisted,  within  their  ranks  at  grades  E-05  and  below  is  60 
percent  of  the  active  forced When  the  spouses,  children,  dependent  parents 
and  others  associated  with  the  active  forces  are  considered  the  supported 
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population  of  the  active  force  is  multiplied  by  a  factor  of  one  and  one-half. 
There  are  408,035  spouses,  621,804  children,  and  59,211  parents  and  other 
dependents.  See  Tables  4-1  and  4-2. 

While  we  may  invite  the  citizen  to  enlist  and  see  the  world,  a  surprising 
67  percent  of  the  active  Arny  serves  in  the  United  States  and  its  territo¬ 
ries.10  Twenty-eight  percent  are  stationed  in  Western  and  Southern  Europe, 
four  percent  in  East  Asia  and  the  Pacific. 

To  these  later  should  go  the  priorities  in  MWR  construction.  For  it  is 
they  who  must  be  the  most  committed  and  at  the  highest  state  of  readiness.  It 
is  they  who  ty  their  presence  are  foregoing  the  benefits  of  their  homeplace, 
they  who  are  most  deserving  of  the  assistance  MWR  programs  can  provide  in  the 
assistance  of  the  adjustments  soldiers  and  their  families  must  make  in  adjust¬ 
ing  from  civilian  life  to  the  Arny  environment.  Of  the  services,  the  Army  is 
most  sensitive  to  that  need  and  expended  two-thirds  of  its  MWR  construction 
dollars  overseas.11  Table  4-3  displays  where  the  active  Arny  serves. 
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The  experience  of  the  past  leaves  little  doubt  that  every 
economic  system  must  sooner  or  later  rely  upon  some  form 
of  the  profit  motive  to  stir  individuals  and  groups  to 
productivity. 

In  May  of  1984  AAFES  executed  a  contractual  arrangement  with  the  civilian 
enterprise  Burger  King.  Burger  King  has  been  so  named  the  "official  fast 
food”  of  the  Army  and  the  Air  Force,  one  that  could  open  as  many  as  165 
restaurants  on  Army  and  Air  Force  bases  worldwide.  The  deal  is  the  largest 
single  franchise  agreement  in  Burger  King's  30-year  history,  and  could  gen¬ 
erate  about  $400  million  in  revenue  by  1980. ^  The  Burger  King  outlets  will 
be  operated  by  AAFES.  AAFES  will  pay  Burger  King  $15,000  for  each  franchise 
and  six  percent  of  the  gross  sales  as  royalty  and  an  advertising  fee.14  the 
inducement  for  AAFES  is  the  ability  to  merchandise  to  the  soldier  and  the 
family,  while  increasing  sales  and  profitability  beyond  the  scope  of  AAFES  own 
Burger  Bars. 

Inducement  to  Burger  King  (and  other  fast  food  giants)  as  a  purveyor  of 
hamburgers,  french  fries  and  soft  drinks  is  the  opening  of  a  vast  untapped 
market  frontier. 

There's  practically  no  place  left  for  more  fast-food  res¬ 
taurants  in  the  private  sector.  The  military  is  a  new 
market  they're  trying  to  get  into.  They  feel  the  market 
is  so  saturated  on  the  outside  they're  going  institu¬ 
tional.  .  .  .  There's  practically  no  place  left  in  the 
private  sector.  Military  is  a  new  market.  Therefore  to 
the  soldier  and  the  family  it  is  a  touch  of  home  to  the 
vast  and  younger  majority  who  grew  up  on  fast  food.1"* 

The  AAFES  five-year  agreement  follows  similar  actions  in  DOD  wherein  a 
name  brand  outlet  are  in  operation  at  Camp  Pendleton,  Norfolk,  Pearl  Harbor 
and  Governors  Island.  AAFES  expects  to  benefit  from  the  same  levels  of  sales 
increases  and  profitability  the  Pearl  Harbor  outlet  experiences — 253  percent 
growth  in  sales  and  a  200  percent  increase  in  contributions  to  MWR  programs.16 
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AAFES  food  prices  are  expected  to  be  ten  percent  below  those  prevailing  off- 
post.  ("Market  Basket  surveys  of  exchange  and  commissary  price  savings  com¬ 
pared  to  prices  prevailing  off-post  range  between  20-22  percent  and  20-35 
percent,  respectively).  It  has  been  estimated  the  AAFES  annual  gross  sales 
per  unit  may  reach  $2  million.^  Additional  dividends  to  each  installation  it 
is  estimated  will  be  increased  by  about  $100,000  per  annum.  18 

Burger  King  currently  has  operations  at  Schofield  Barracks,  HI;  Camp 
Casey,  Korea;  Awsbach,  Germany;  as  well  as  Pearl  Harbor,  HI;  and  Governors 
Island,  NY.  By  one  measure  the  Burger  King/AAFES  contract  is  an  example  of 
military  MWR  doing  well  in  contracting  in  the  market  place.  Soldiers  are  not 
mushrooms  to  be  hidden  away  until  weeded,  hidden  while  the  commander  provides 
for  his  needs.  Soldiers  are  citizens  of  these  United  States,  citizens  with 
wants  and  desires  interchangeable  with  those  of  their  civilian  counterparts. 

So  when  they  go  to  Burger  King  for  dinner,  our  soldier  likes  to  go  to  Burger 
King  for  dinner.  With  this  addition  to  the  environment  of  the  soldier  and  the 
family  alone  AAFES  is  making  a  significant  contribution  to  soldier  morale. 

While  a  form  of  contracting  franchising  as  practiced  by  AAFES  to  date  is 
using  AAFES  monies  to  capitalize.  There  are  other  traditional  ways  to 
capitalize  beyond  pay-as-you-go. 


The  men  who  can  manage  men  manage  the  men  who  can  manage 
only  things,  and  the  men  who  can  rranage  money  manage  all, 


*  *  * 


So  the  bankers  .  .  .  having  studied  the  fluctuations  of 
prices,  they  know  that  history  is  inflationary,  and  that 
money  is  the  last  thing  a  wise  man  will  hoard.19 
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There  is  a  considerable  potential  for  increased  MWR  earnings  based  on 
contract  type  operations/  in  part  because  of  the  large  captive  audiences  which 
many  Army  installations  represent.  This  fact  was  not  lost  on  senior  Army 
leaderships  Burger  King  proves  a  potential  for  contracting  in  a  large  insti¬ 
tutional  market.  Increased  sales  of  five  fold  and  profitability  of  more  are 
commendable  goals  for  military  MWR  planners. 

In  January  1985  the  US  Army  Community  Family  Support  Center  solicited 
proposals  for  a  civilian  consulting  firm  to  develop  a  statement  of  work  for 
either  hospitality/hotel  chains  or  other  entrepreneurs  to  establish  hotels  on 
Arny  installations.20  The  contract  was  awarded  to  Hotel  Planning  Associates/ 
Inc.  (HPA).  Under  the  hotel  initiative  HPA  performed  a  market  analysis  of  16 
CONUS  Army  installations.  The  Army  charged  HPA  to  include  in  their  evaluation 
plan  impact  on  the  local  community/  recommendations  on  options  of  pools, 
physical  fitness  facilities/  food  operations,  child  care  facilities  and  resale 
outlets.  Stated  Army  preferred  method  of  operation  is  ty  purchased  fran¬ 
chises.  However,  offers  of  concession  operations  or  other  feasible  alterna¬ 
tives  were  to  be  considered.2* 

The  hotel  initiative  is  a  response  to  two  powerful  motives:  increased 
service  and  ambience  available  for  the  Army  family  in  convenience  and  familiar 
food  and  lodging  facilities;  the  potential  of  higher  profit  to  support  other 
MWR  programs  or  additional  MWR  capitalization.  The  Arny  designed  the  hotel 
initiating  to  fulfill  multiple  needs  and  purpose  ty  serving  as  both  community 
center  and  temporary  lodging  facilities  for  the  mobile  Army  population.22  The 
16  installations  HPA  was  to  study  all  had  guest  house  construction  planned 
during  the  1986-1980  timeframe.23  By  catering  to  Arny  transient  personnel  the 
initiative  would: 

-  Meet  installation  guest  house  needs. 

-  Provide  recreational  housing  (leave  and  pass) . 
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-  Support  other  unaccompanied  transient  (ID?). 

-  Support  family  initiatives  through  the  provision  of  child  care,  fitness 
and  swimming  facilities,  and  food  operations. 

The  Army's  preferred  method  of  financing  construction  and  operation  under 
a  franchise  type  contract  where  the  contractor  is  granted  the  land  and 
finances  the  construction  would  allow  the  backlog  of  Army  MWR  NAF  construction 
requirements  to  be  acquired  more  quickly.  Hie  Army,  like  with  AAFES  and 
Burger  King,  would  pay  a  one  time  franchise  fee,  as  well  as,  national 
advertising  fees.  The  contractor  would  gain  a  negotiated  return  on  his 
investment  from  the  facilities  income.  The  Army  would  pay  operations  costs 
from  the  Army's  share  of  the  income,  The  Army's  net  income  would  go  into  the 
installation ' s  IMSF  to  support  other  MWR  programs. 24 

The  HPA  preliminary  report  indicates  that  commercial  hotel  construction 
is  justified  by  market  analysis  on  ten  of  the  16  surveyed  installations.  The 
Army  plans  to  advertise  a  first  phase  contract  in  June  or  July  1985;  with 
contract  award  for  six  hotels  in  September.25  The  clear  hope  and  probable 
outcome  is  that  several  major  nationally  known  hotel  chains  will  bid  for  the 
contracts.  Commercial  hotel  operations  in  CONUS  are  much  like  fast  food 
operations,  the  best  locations  are  gone,  and  the  military  market  represents  a 
sizeable  and  attractive  market.25 

The  potential  operational  benefits  to  the  installation  commander  and  the 
Ariry  WJR  manager  of  such  a  contractor  furnished  seem  clear : 

-  Save  APF  and  NAF  dollars  with  the  operation  of  a  single  multiple 
purpose  facility. 

-  Save  NAF  dollars  with  contractor  financed  construction. 

-  Follow  national  industry  standards,  improve  service  standards. 

-  Make  Army  installation  little  more  like  the  rest  of  the  United  States. 


Additionally  such  a  multipurpose  facility  could  further  support 
deglamor  izati on  of  alcohol  with  the  increased  potential  to  emphasize  food 
operation  of  various  types,  such  as  fast  food,  formal  dining,  family  dining, 
and  other  family  type  activities  in  a  wholesome  community  environment. 

The  potential  for  expanding,  improving  and  professionalizing  Army  MWR 
programs  with  contracting  of  selected  MWR  functions  with  national  brand 
companies  is  great.  The  inducements  of  improved  service,  improved  support  and 
improved  ability  to  support  with  improved  profitability  are  compelling 
contracting  efforts  and  initiatives.  The  Army  must  be  prudent  and  make  haste 
carefully,  while  "borrowing"  may  be  as  American  as  apple  pie  Army  MWR  is  not 
encumbered  with  any  debts  today.  Any  'borrowing"  whether  through  commercial 
loans  or  contractor  financing  construction  must  be  within  the  Army  market 
ability  to  pay.  National  brand  franchise  operations  on  the  Army  installation 
may  reduce  patronage  and  support  of  established  installations  below  levels 
necessary  for  continued  operation.  We  must  remain  ready  to  act  as  required  in 
our  stewardship  and  management  of  the  total  installation  MWR  program.  The 
ability  to  increase  project  construction  is  great,  but  we  must  insure  that  ary 
such  contracting  program  is  soundly  managed  and  is  used  to  develop  the  most 
needed  projects.  And  finally  MWR  managers  must  recall  "There  is  no  free 
lunch."  What  Army  MWR  acquires  must  be  paid  for — the  question  "Pay  now,  pay 
later."  And  if  we  opt  to  pay  later  under  some  contracting  agreement  is  the 
total  bill  reasonable  and  fair. 

There  are  many  changes  underway  or  planned  that  may  greatly  alter  Army 
MWR  activities  and  their  supporting  funding  levels.  If  the  changes  are 
justified  and  will  lead  to  effective  and  efficient  delivery  of  leisure  and 
recreational  services  to  the  Army  family  we  should  support  them.  At  the  same 
time  we  must  always  remember  how  these  systems  developed  and  the  reasons  for 
their  current  operating  problems  and  methods.  Change  for  changes  sake,  or 


that  would  harm  the  best  current  or  future  interest  of  the  Army  family  should 
be  resisted.  Contracting  national  fast  food  brands  appears  to  be  a  good 
program  and  should  continue.  In  1984  Army  MWR  activities  produced  a  net 
income  of  $59.4  million.  This  MWR  share  of  Burger  King  profits  is  projected 
to  increase  that  net  income  by  30  to  40  percent. 27 

Contractors  for  construction  and  franchising  of  installation  hotels  as  a 
program  which  also  appears  to  have  a  positive  potential  for  enhancing  Army  MWR 
activities.  It  should  be  implemented  on  a  controlled  basis,  closely  monitored 
and  greatly  expanded  if  it  fulfills  the  promise  improving  MWR  programs  through 
innovative  operations  and  construction  techniques. 

TABLE  4-1 

ACTIVE  ARMY  FAMILIES 


OFFICER 

enlisted 

TOTAL 

Active  Duty 

105,674 

669,364 

775,038 

Spouses 

78,539 

329,497 

408,036 

Children 

124,764 

479,040 

621,804 

Parents/Others 

8,742 

50,469 

59,211 

Total  Family  Members 

212,048 

877,002 

1,089,050 

74.3%  of  Amy  Officers  Are  Married 
49.2%  of  Army  Ehlisted  Are  Married 


THE  ARMY  IS  52.6%  MARRIED! 


TABLE  4-2 


20  &  less 

21-25 

26-30 

31-35 

36-40 

41-45 

46-50 


US  ARMY  -  HOW  OLD  THEY  ARE 


Officer  Billeted  JJL 

36  162,287  24.2 

16,208  247,730  37. r 

26,513  126,887  19.1 

23,832  72,017  10.1 

20,243  41,747  6.2 

10,680  14,465  2.2 

4,840  3,441  0.5 


Over  50 
Unreported 


1,598 

1,325 

105,275 


496 

_ 246 

669,316 


i  i  i  1 1 


TABLE  4-3 


US  ARMY  ACTIVE  FORCES 

Officers  101,827 

Enlisted  676,573 

Acadeny  Cadets  4,406 

785,806 


CONUS,  US  STATES  &  TERRITORIES  522,324 

&  SOUTHERN  EUROPE  221,233 

[A  &  PACIFIC  31,249 

I EMI  EAST  6  SOUTH  ASIA  1,569 

ESTERN  HEMISPHERE  9,302 

EUROPE  7SL 

785,806 


66.5% 

28.2% 

4.0% 

0.2% 

1.2% 

100% 
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2.  US  Department  of  the  Army, 
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APPENDIX  1 


nror 


1.  DoD  Personnel.  Military  personnel,  including  retired  members,  reserv¬ 
ists  on  active  or  inactive  duty  for  training,  and  DoD  civilian  employees  paid 
from  appropriated  and  nonappropriated  funds. 

2.  Elements  of  Expense.  Those  specific  types  of  resources  listed  in 
enclosure  3,  consumed  in  or  applied  to  MWR  activities  in  the  execution  of  MWR 
programs. 

3.  Executive  Control  and  Essential  Command  Supervision.  Those  manage¬ 
rial  functions  of  planning,  organizing,  directing,  coordinating,  and  control¬ 
ling  the  overall  operations  of  MWR  programs  and  activities;  consists  specifi¬ 
cally  of  program,  fiscal,  logistical,  and  other  management  functions  that  are 
separate  from  the  daily  working  level  activities  and  tasks  of  MWR  programs. 
Specifically  excluded  from  this  definition  is  the  direct  operation  of  individ¬ 
ual  MWR  programs  and  activities. 

4.  Morale,  Welfare,  and  Recreation  (MWR)  Activities.  Those  activities 
(exclusive  of  private  organizations  as  defined  in  DOD  Instruction  1000.15 
(reference  (g)),  located  on  military  installations  or  on  property  controled 
(by  lease  or  other  means)  by  a  Military  Department  or  furnished  ty  a  DoD 
contractor  that  provide  for  the  oomfort,  pleasure,  contentment,  and  mental  and 
physical  improvement  of  authorized  DoD  personnel  including  recreational  and 
free-time  programs,  self-development  programs,  resale  merchandise  and  ser¬ 
vices,  or  general  welfare.  MWR  activities  may  be  funded  wholly  with  appro¬ 
priated  funds,  primarily  with  nonappropriated  funds,  or  with  any  combination 
of  appropriated  and  nonappropriated  funds. 

5.  Morale.  Welfare,  and  Recreation  (MWR)  Facility.  A  building,  struc¬ 
ture  land  area,  or  other  real  property  improvement  primarily  used  for  MWR 
purposes. 

6.  Morale.  Welfare,  and  Recreation  (MWR)  Programs.  Mission  support 
actions,  created  at  any  level  of  DoD  authority  pursuant  to  this  Directive  and 
purposely  designed  for  the  comfort,  pleasure,  contentment,  and  mental  and 
physical  well-being  of  the  service  members,  their  dependents,  and  other 
authorized  personnel. 

7.  Nonappropriated  Fund  Instrumentality  (NAFI).  An  integral  DoD  organi¬ 
zational  entity  that  performs  a  government  function.  It  acts  in  its  own  name 
to  provide  or  assist  other  DoD  organizations  in  providing  MWR  programs  for 
military  personnel  and  authorized  civilians.  It  is  established  and  maintained 
individually  or  jointly  by  the  heads  of  the  DoD  Components.  As  a  fiscal 
entity,  it  maintains  custocty  of  and  control  over  its  nonappropriated  funds.  A 
NAFI  is  also  responsible  for  the  exercise  of  reasonable  care  to  administer, 
safeguard,  preserve,  and  maintain  prudently  those  appropriated  fund  resources 
made  available  to  carry  out  its  function.  With  its  nonappropriated  funds,  it 
contributes  to  the  MWR  programs  of  other  authorized  organizational  entities 
when  so  authorized.  A  NAFI  is  not  incorporated  under  the  laws  of  any  state  or 


the  District  of  Columbia,  and  it  enjoys  the  legal  status  of  an  instrumentality 
of  the  United  States. 


a  NAFI  and  Compensated  from  nonappropriated  funds. 


A  person  employed  by 


9.  NonafpropHatpd  Punfte.  Cash  and  other  assets  received  by  NAFIs  from 
sources  other  than  monies  appropriated  by  the  Congress  of  the  United  States. 
Nonappropriated  funds  are  government  funds;  they  are  used  for  the  collective 
benefit  of  military  personnel,  their  dependents,  and  authorized  civilians  who 
generated  them.  These  funds  are  separate  and  apart  from  funds  that  are 
recorded  in  the  books  of  the  Treasurer  of  the  United  States. 


10.  Sale  and  Resale  of  Merchandise  and  Services.  Pertains  to  the  acqui¬ 
sition  and  resale  of  goods  and  services  by  MWR  activities  or  concessionaires. 
Specifically  excluded  from  this  definition  are  activity  fees  and  charges. 


ACTIVITIES 


If*"  A  CMUii  Helfara/lacraatioa  Activit laa 
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AUTHORIZATION  FOR  APPROPRIATED  AND  NONAPPROPRIATED  FUND  SUPPORT 
FOR  MWR  ACTIVITIES 


APPROPRIATED  AMD  NOHAPPROPRIATED  FUND  SUPPORT 


Appropriated  fund  personnel.  I  Authorized.  _ j  ALL:  Mot  authorized 


AUTHORIZATION  FOR  APPROPRIATED  AND  NONAPPROPRIATED  FUND  SUPPORT 


ing  functions. 


FOK  HWR  ACTIVITIES 
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APPENDIX  4 


POD  FUMING  POLICY; 
CONSTRUCTION  OF  QOMUNnY  FACILITIES 


This  policy  prescribes  a  single  source  of  funding  for  construction  of 
community  facilities  in  accordance  with  guidance  provided  in  the  Conference 
Report  on  the  DoD  Military  Construction  Authorization  Bill  for  Fiscal  Year 
1980  (Puh.  L,  96-125).  Distinction  is  made  for  construction  of  facilities  at 
new  installations  or  where  expansion  is  required  because  of  a  mission  change 
or  influx  of  new  units  or  systems  and  in  certain  instances  for  support  of  US 
Forces  deployed  in  foreign  areas,  where  DoD  personnel  do  not  have  ready  access 
to  civilian  community  or  commercial  alternatives  normally  available  in  the 
United  States.  The  footnotes  to  the  funding  chart  reflect  these  distinctions. 
Additionally,  it  is  recognized  that  from  time  to  time  Service-unique  situa¬ 
tions  or  exigencies  that  need  immediate  or  more  specific  attention  may  require 
deviation  or  exception  to  the  basic  funding  policy.  These  deviations  or 
exceptions  will  be  reviewed  by  the  ASD(MI&L)  and  ASD(C)  on  a  case-by-case 
basis. 


Tfrpe  of  Facility 

Gymnasiun/Fieldhouse/ 
Physical  Activities  Complex 

Recreation  Center/Day  Room/ 
Multipurpose  Recreational 
Facility 

Multipurpose  Auditorium/ 
Theater 

MiR  Administrative  Office/ 
Supply  Center 

Family  Assistance/Service 
Center 

Child  Care  Center 
Swimming  Pool 
Library 

Open  Mess  (Club) 

Exchange  Resale  Facility 


Fund  Source 

MILCON 

Appropriated1  Nonapprcpriated  or  Other 
X 

X 

X 

X 

X 
X 
X 
X 
X2 
X3 


X 

X 


(Footnotes  are  on  page  69) 


Fund  Source 


3tee  of  Facility 

Exchange  Logistical  Facility 

Arts  and  Crafts/Aut emotive 
Self-Help  Garage/Skill 
Development  Goiter 

Bank 

Credit  Union 
Thrift  Shop 
Commissary  Facilities 
Bode  Store 

Package  Beverage  Store 
Pod  and  Gun  CLub 
Aero  Club 

Temporary  Lodging  Facility/ 
Guest  House 

Cabin/Cottage/Recreation 
Site  Lodge 

Outdoor  Recreation  Pavilion 
Facility 

Bowling  Center 

Skating  Rink  (ice  or  roller) 

Youth  Center 

Playing  Courts/Fields 

Golf  Course/Facility 

Riding  Stable 

Campgrowd 

Amateur  Radio  Facility 

Bathhouse 

Marina/  Boathouse 


MILOON 

Appropriated1  Nonapprooriated  or  Other 
X4  X 


X5 

X6 


X' 

X7 

X7 

X8 

X 

X 

X 

X 


X? 


X10 


X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 


Fund  Source 


Uga  Qt  Facility 
Outdoor  Theater 
Bandstand 


MILGON 

Appropriated1  Nonacoropriated  or_Qther 

X 

X 


^Appropriated  funds  may  be  used  for  all  community  facility  construction 
related  to  the  establishment,  activation,  or  expansion  of  a  military  installa¬ 
tion  or  relocation  of  facilities  for  convenience  of  the  government;  replace¬ 
ment  of  facilities  denied  by  country-to-country  agreements;  restoration  of 
facilities  destroyed  by  acts  of  God,  fire,  or  terrorism;  and  to  correct  life 
safety  deficiencies.  In  the  case  of  installation  "expansion,"  a  major 
increase  in  authorized  and  assigned  personnel  strength  over  a  short  period  of 
time  is  necessary  before  appropriated  fund  construction  can  be  programed. 

Such  expansion  must  be  the  result  of  a  mission  change  or  influx  of  new  units 
or  systems.  For  example,  a  25  percent  increase  in  a  1-year  timespan  satisfies 
these  criteria.  In  contrast,  personnel  increases  resulting  from  an  evolu¬ 
tionary  expansion  occurring  over  several  years  does  not  satisfy  these 
criteria, 
o 

Consolidated  open  mess  facilities  (including  modular  construction)  outside 
the  United  States, 
o 

Exchange  facilities  required  in  areas  of  military  conflict;  or  as  integral 
parts  of  air  terminal,  hospital,  housing  or  other  construction  projects. 

4Exchange  administrative/storage/maintenance  facilities  outside  the  United 
States  and  all  laundries,  dry  cleaning  plants,  bakeries,  dairies,  or  similar 
facilities  operated  by  an  exchange  in  support  of  a  military  mission. 

5 Arts  and  craft/automobile  self-help  garage/skill  development  centers  outside 
the  United  States. 

6Banks  at  locations  where  on-base  banking  services  are  required,  but  where  the 
patronage  base  is  insufficient  to  provide  these  services  on  a  self-sustaining 
basis.  (See  DoD  Instruction  1000J2  (reference  (t)). 

^Private  funds. 

0 

Surcharge  trust  funds* 

Q 

Authorized  overseas  where  avoiding  the  expenditure  of  other  appropriated 
funds  (such  as  temporary  lodging  allowance,  basic  allowance  for  quarters, 
station  housing  allowance,  and  furniture  support)  would  save  appropriated 
funds. 

^Playing  courts  and  fields  constructed  as  a  part  of  a  gymnasium,  fieldhouse, 
or  physical  activities  complex. 
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